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In carly Jannary 2002,
workers finished reclaiming
the Tast of the red heryl mines
in Utah's Wah Wuh Moun-
lains. conlouring the ares and
burying it under six inches of |,
topsoil. Only a year eardlier, it B
had been a large-scale mining
operation with a promising
futurc. What happened?

Gemstone Mining Inc.
(GMI) had made the most
high-profile attempt to date
10 mine and market red beryl,
a rare gem that is still largely
u collector's stone, Company
representatives were fie-
quently seen at tiade shows
and ather industry gather.
ings, showing samples and
stirring up publicity. The ma-
terial seemed like it might fi-
nally enter the mainstream
market  until GML's sud-
den collapse last June, fol-
lowed quickly by foreclosure
on the property.

‘To understand why it failed,
one needs o go hack to the
beginning of a seven-year B
udysscy to make large-scale g
mining of the deposit work,

In the beginning, the deposit wax
split into two separate mines, wilh 2
number of owners. The first pit,
known as the “lower pit” or the “Har-
ris pit.” was owned by Rex T. Haris,
Gary Harris, Michael Scott Nielson,
Tina Harris Nielson, Jorrol A. Alke-
ma, and Angelina Alkema. The se¢
ond pit, called the “upper pit" or the
“Red Emerald Pit,” was owned by a
company called Red Emcrald Inc.

In 1992, both groups were approached
by Kennzcott Exploration Co., which
had decided 10 expund into colored
gemstone mining. Selecling the red
beryl mine in Utsh as a likely candi-
date, Kennecolt optioned hath pits and
spent millions of dollacy in geological
studies, mapping, drilling programs,
and bulk sampling. Thousands of tons
of samples were processed through the
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plant they huilt. In-house and contract
market studies were completed.

By the end of 1996, Kennccott conclud-
ed that the red beryl deposit didu'l et
its requircments for “diamond-equivalent
cconomics,” and began shopping armnd
for someone to acquirc its aption.

A company called Amcliz Investments
Ltd. negotiated & deal with Kennecott and
the claim ownurs to extend the aption for
one year and ‘transfer it ko Amelia. Be-
cause Amelia was based in Gibraltar, UK,
and foreign companies eannul control,
own, or lease mining claims in (e Urited
Stales, Amelia formed a new [ltah-hased
corporation to manage its mining assets
there — Gemstone Mining Tne, (GMD).

Here's how it worked: GMI mincd and
recovered the red beryl crystals and then
sold them 10 Red Emerald (Gib.) Lid.
(REL) — 2 new company set up by
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Amglia ~ which wax re-
spomsible for cutting and
sales. A third company,
Canada-based Neary Re-
souwrces. provided invest-
ment furls for bolth GMT
and REI. in axchange for
51 percent of the profits.

One key fat 0 remember
is that none of the REL or
GMI ngarageancnt had prior
experience with the gem-
stone industry, Kelly Hys-
lop, the chaitman o? S
board and the publiv zace ol
the operation, was a med-
ical doctor who invested in a variety of
indugtrics. Another board membet, Neary
Resources’ Brian McAlister, came from a
background in metal and mineral mining,
ay dict GMT President AJbert Brantiey.

Between May 1997 and December
1998, OMI and izs associated firins ex-
pended additional millions of dollans on
the red heryl deposit. GMI completed
addjtiony curc drilling, bulk sampling,
underground sampling, and mapping.
Samples were cut to determine yield of
cut stones per ton of ore. The resulis
wcre 5o favorable that GMI applied for
a large-mine permit and prepared Lo
mine on a large scale.

In December 1998, the option agree-
ment was restructured, with GM! pay-
ing $2.5 million and xclting up a pay-
went schedule for the remainder of the
$10 million purchace price. The same
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month, GMI began lurge-scale exploita-
tinn of the red beryl deposit using open
pit miing methads,

All appcared 1o be: going well. Advised
by a number of individuals and consul-
tants thut marketing was the single most
important clement of the red heryl project,
REL had decided 10 get u jump on the cf.
fort. In carly 1998, the company hired
Connor Strauss — foamrly of the mar
keting department in I azure Kaplan Inter-
national and De Regrs' adverts
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RLL board, ont: member — the one
who had put up most of the money —
decided not to muke 4 $2.$ million puy-
ment that was duc to the claim owners
in June 2001, and the contract went
into defaull,

Production activities at the mine and
prucessing plant halted, and most of the
employces were let go. Operutions afso
ceased at RLL and GMT, and em-
Ployoes were releascd.

ing accounts — to be vice presi-
dent of gufcs and marketing.

However, after only about six
nonths with the company,
Strauss was let go hecause of
finaneial problems within the
operation. Quce financing was
te-cstablished in December ;
1998, REIL hired Neary Re- K
sources’ Lisa Zumpano to han- |
dle irs 1arketing. She oversaw
the. ill-fated “Red Emerald Mil-
lennium Collectivn,” intended
as a traveling showcase featuring rod
beryl in designer jewelry and in the
work af well-known gem carvers. The
showease never got off the: ground, and
7umpuno left the company in Decem
ber 1999,

Her replacement, Mark
Mashaw, joined RFL in
January 2000 and lasted
less than three months.
Like Zumpano, he had
litle caperience in gem-
stone marketing, and he |
commented jater that
what the program rcally
needed were (wo people,
one with # hackground in
the gemstone industry
and one who was familiar
with product introduction 38
and promotion, “There
were much different chal-
lenges in the gemstunc work than in the
latger consumer market,” Mastuw said.
“One of the key issues was pricing, and
It was not resolved during my tcnure.”

Murkeling aside, company insiders say
that management made sumc had selling
decisions. In February 2001, for exam-
ple; REL turned down lucrative con-
tracts with television shopping network
QVC and jewelry supply company
Stuller lnc., contracts that would have
given red bery! much greater exposurc.

It was ultimately an even worse busi-
ness choice that Jed 1o the company’s
downfull. Dypassing the rest of the
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ABOVE: Reclamation of the
continved even through the

snow. RIGHT: The entronce to

one of the bulk sample tunnels.

BELOW: An serial view of the up- o
per pit (left) and lower it (reht). 1 %a*t

Photos by Gordon Austin.

Then in August, two notices of de-
fault were filed, and GMI began re-
claiming the property. The uotices of
defaulr will at some point result in the
auction of the two deeds of (nust 10 the
deposit, which will give the purchaser
ownership af the upper and lower pits,
respectively. The actual datc of the
auctions is not currently known. When
they do occur, they will take place on
the steps of the Beaver County Court
Ilouse, and dic property will go to the
highcst bidder. If the purchase price is
less than the approximatcly $5 million
owed. GMI will be required to pay the

difterence 10 the original ¢laim owners.

In November 2001, tic physical work
of reclamation began. The mining equip-
ment was sald or retumed 1o the leasing
firm, and the proceessing plant was also
sold. The equipment from the culting
factory, which if new would cost around
$110,000. was being offered for sulc for
$35,000.

The: reclamation contract between GMI
and the state of Utah — reyuired when
they apphed for their lurge-mine permit

- €alls for all pits to be filled in and any
femaining waste hauled away or reprad-
ed: for the pits to be covered with six
inches of topsoil and secded; and for all
assoctated suucturcs, including the pro-
cessing plan, t be demolished,

‘The fate of the: red beryl material mined
by GMI is uncertuin. At press time it was

mwporied that REL had ap-
proximately 6,000 carats
of cut malcrial in a bank
g vault in Gibrdtar, The tens
aa °f thousands of tons o un-
~% processed red beryl-beara
ingr ore that was mincd by
GMI was left at the ming
site: and later used in the
reclamation process.

The mines may be flled
in, but the sapu isn't over.
Cuonstruction and Mining
Services, the company that performed the:
reclamatiun — and whose manugement
was formnerly part of GMI’s mining oper-
ation — [iled an application in early Jan-
uary for a small scale wining permit to
work the upper portion of the property.
The application was filed on behalf of
Red Fmerald Inc., the original owners,
who will most likely gt control of the pit
again. The application projects the hegin-
ning of nperativns to be June 2002.

With the failure of GMI, large-scale
commercial production of red beryl
miy be dead, but It seemns nothing can
stop the mining completely. =
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| Goes Belly Up
By Gordon Austin B Contribwting Ediior
ln early January 2002, N )
; workers finlshed reclaiming &%
: the Luxt of the red beryl minex
, iu Utsh's Wuh Wxh Moun-
} tyins. conlouring the area gnd
; Ditrying It under six inches of | "
sopsail. Only a year cardier, it §i X
had been 2 large-scale mining
operation with a promising
futurc:. What hapnened?
Gemstone Mining Inc.
(GMI) had made the most
high-profile attempt to date
10 mine and market red beryl,
2 rare gam vhat {5 sdll largely
a collector's stone, Company
! representatives were fie-
: quently seen at hade shows
and other judusiry gathers
ings, sbowing swunples and
stiring up publicity. The ma-
terial seemed like it might fi-
nally enter the mainstream
market  uatil GML's sud-
den collapse Jast June, fol-
lowed quickly by foreclosure

An e sivrnares,

Amclia — which wax re-
spomxible for cutting and
sales. A third company,
Canada-based Neary Re
sources, provided invest-
ment Tunds for both GMIT
and REL in axchange for
51 percent of dhe profits,
One key Mot W rememhber
is that none of die REL or
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